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FACTORS IN A HOUSING POLICY FOR MEXICO
by
Arturo Lamadrid Ibarra
This thesis will explore the relevant elements for
developing a sound and adequate housing policy for Mexico,
taking into account its population needs, production me-
chanisms and existing institutional framework.
The analysis encompasses the following major issues:
(a) the criteri$.3 used for the allocation of resources
for housing considering Mexican housing needs and the
meager resources available; (b) the system of production
of houses, the principal features of the building industry,
its importance in the national economy and the possible
effectiveness in carrying out a program of production of
houses complementary to development; (c) the evaluation of
the institutional mechanisms for financing housing and the
present governmental housing policies, including an evalua-
tion of acheivements and weaknesses,
From the facts of this analysis, the existing building
industry has been hampered by the low level of family in-
come which has produced a small share of the building in-
dustry in the total housing market.
In the existing private and public housing mechanisms
the centralization of mortgage banking activities and the
orientation of mortgage credit solely to assist medium in-
come families are the main weaknesses in acheiving a sound
housing policy suitable for Mexico.
The proposed program takes into account all these short-
comings to formulate a policy in which the basic issue is
the role that housing may play to accelerate Mexico's cam-
paign for economic progress and development.
Letter of Transmittal
Massachusetts Institute of
Technology,
July 31, 1958.
Prof. John T. Howard
Department of City and Regional Planning
Massachusetts Institute of Technology
Cambridge, Massachusetts.
Dear Professor Howard:
In partial fulfillment of the
requirements for the degree of Master in City
Planning, I submit this thesis entitled, "Fac-
tors in a Housing Policy for Mexico."
Sincerely yours,
Arturo Lamadrid Ibarra
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PREFACE
This thesis will explore the relevant elements
for developing a sound and adequate housing policy for Mexico,
taking into account its population needs, social attitudes,
production mechanisms and existing institutional framework.
Chapter I will identify the basic issue of a housing policy,
in the light of the national problems and economic development
objectives of Mexico. Chapter II will consider what criteria
should be used for the allocation of resources for housing
considering Mexican housing needs and the meager resources
available. Chapter III reviews the system of production of
houses, the principal features of the building industry, its
importance in the national economy and the possible effective-
ness in carrying out a program of production of houses com-
plementary to development. Chapter IV will evaluate the in-
stitutional mechanisms for financing housing and the present
i
governmental housing policies including an evaluation of
aceivements and weaknessess. Chapter V will review the
existing gaps in the Mexican housing policy plus detailed
suggestions on approaches. Finally, Chapter VI will suggest
measures to improve the existing housing programs and to
effectuate the proposed objectives.
ii
CHAPTER I
Mexico has an acute housing problem, compli-
cated by its limited resources for investment, by the lack
of clearly formulated housing policies and by the high rate
of population growth. The need for a suitable program
which would contribute to the general economic, social,
physical and perhaps political objectives of the country
is becoming every day more urgent.
The economic activity of mexico has grown at
the rate of five per cent a year , since the outset of the
World War II, maintaining through the last years a contin-
uous rate of development.
1United "ations Economic Commission for Latin America,
Economic survey of Latin America, 1955.
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The approach to date has been on specific
projects needed for development, modified perhaps by polit.
ical considerations. What has been lacking is a national
development plan that integrates all programs to secure
the country's principal objectives.
Mexico's main objective is to raise the
standards of living of the population. But, this objective
has encountered a series of obstacles. First, there are
internal maladjustments such as the industrial concentration
in the' Federal District arid in the Central Region of Mexico,
where sixty percent of the total industrial workers and
"establishments are located.2 Second, there is the isolation
,of some productive regions that traditionally have been
self-contained impairing the high rate .of growth of economic
development. Third, internal strains have emerged because
of the poorly organized financial market. Individual inves-
tors sfiow an overwhelming preferetnce for investment in urban
real estate as against industrial securities. Hoarding and
the holding of funds abroad impair an already inadequate
'volume of savings. There is a very restricted market for
governmental securities, thus curbing public investments.
Fourth, there are also external problems. Trade is exces-
sively dependent on a single country, the United States.
2 Mexico. SecretariAL de Economio. Direcciore General
de Estadistica. Censo Industrial 1950.
There are great fluctuations in international prices for
exported raw materials which are the main sources of dollar
revenues.
For understandable reasons, past governments
have concentrated their major resources on economic objec-
tives leaving for the future the main task of providing
social services. Much therefore remains to be done in the
field of education. About fifty per cent of the population
are illiterate and every year 500,000 children come of school
age. About seven per cent of the population does not speak
Spanish3 , and though this percentage is diminishing still
the integration of the Indian groups with the rest of the
country requires more tban good intentions.
Public welfare and nutritions levels are
intimately related. It is impossible to get high standards
of health if the nutrition' levels are low. Mexico's pop-
ulation is ill,.clothea, ill fed, ill housed and suffers
from a high rate of mortality particularly in the infant
groups.
Ten years ago, there began an initial govern-
.mental effort to cope with the problem. But this interest
was conceived and concentrated-primarily in the main city,
without goals and with negliible considerations of the needs
3Mexico. Secretario. de Economia.. Direccion General de
Estadistica. Censo de Poblacion 1950.
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of the rest of the country. This interest has been increas-
ing, not only because the housing problem has become more
acute'in the capital city, but also because the government
has been persuaded that an adequate economic development
may not be,-achidved if housing does not become a part of
it. However, in a country where the major allocation of
its limited resources is for Public Works, for highways,
irrigations; projects, electricity and the like (see Table 1),
it requifres a drastic change in attitudes to justify in-
vestments in consumer durable goods such as housing. In
view of the extreme shortage of domestic capital for invest-
ment (#22 per annun per person in Mexico in 1951, compared
with 0330 in the United States)4 , it is essential that
investment be directed toward programs that will promote
ihe
the development and more productive use of' country's own
A
resources. The need, then is for a well conceived program
that helps to acheive economic, social and political objec-
tives.
4The Mexican figure is from: International Bank for
Reconstruction and Development. Report of the Combined
Mexican Working Party, The Economic Development of Mexico,
Johns Hopkins Press, Baltimore, 1953.
The American figure is from: Max F. Millil ina, The
Economist's View of the Role of Housing, Housing and Eco-
nomic Development, .School of Architecture and Planning,
Massachusetts Institute of Technology, January, 1955.
The basic question for a proper housing
policy is the role it can play in assiting, perhaps accel-
erating Mexico's campaign for economic progress and devel-
opment.
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A famous housing expert, when he was analyz-
ing estimates made by some underdeveloped countries about
the magnitude of their housing needs, asked, "What does it
mean if the water level is 30 or 25 ft. over the heads of
people if they are drowning."i
Mexico is in this situation. Its needs
are enormous and far beyond the country's present resources
to satisfy these needs. Mexico in 1950, had 25.5 million
of inhabitants living in 5.3 millions of dwelling units,
approximately five persons per dwelling. The rate of pop-
ulation growth is approximately three per cent annually.
1 Bommer, J., Departmental Director, Ministry of Recon-
struction of the Netherlands, wrote in July, 1952.
9
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This rate is high compared with United States; indeed it
is even higher than India. Family formation is probably
increasing at a higher rate. This trend seems to be oc-
curring in other countries also.2
The annual housing demand, only to satisfy
population growth in urban areas for the period 1950-60
is between 130 to 160, 000 annually (see Appendix A). The
total estimated housing production is less than 25,000
dwelling units per year 3 . Moreovery, the existing housing
conditions are such that a more effective utilization of
the stock of housing except in some limited areas is not
possible. Approximately seventy per cent of the total
housing is built with materials such as earth and clay
which deteriorate quickly. About 85 per cent of the total
housing has two rooms or less. There is much overcrowding
of dwellings. There is an average pf three persons per
room, although in some particular locations this figure
is so high as to appear incredible. There is also a lack
-of municipal services. Only seventeen per cent of the
21n Mexico in 1940., 29.3 per cent of the total fam-
ilies have four or more members. In 1950, this percentage
has raised to 35.4 per cent#
The increase in the number of U.S. families has been:
from 32 million in 1940 to 38 million in 1950. In the same
period the number of families with four or more children
has increased one third.
3 See Chart I.
total dwellings have exclusive water facilities.4
The housing conditions, however, are not
better even in the large urban centers. Astudy made in
1952 by the National Mortgage and Public Works Bank to de-
termine the housing conditions in the capital city indicated
that approximately seventy per cent of the total population
of Mexico City lived in substandard dwellings.5 Similar
studies conducted in other Mexican cities have shown the
same tran4s6
This critical condition in the supply of
housing coupled with the continuous rate of growth in de-
mand suggests that the basic question is not to satisfy
housing needs, which is almost impossible, but rather one
of deciding which housing needs should be satisfied first?
If this way of formulating the problem is correct what
factors must be taken into account?
There is more than one way of measuring
housing needs depending on the purposes. These vary from:
4 For example, in Canada 74.1 per cent (1951), in U.S.
85.9 per cent (1951), in Britain 94.0 per cent (1951), in
Italy 38.8 per. cent (1950), in Spain 33.8 per cent (1950).
5Banco Nacional Hipotecasio Urbano y de Obras Publi-
cas, S.A., El Problemo de la Habitacion en la Ciudad de
Mexico, Estudios 6, IMexico, Novembre de 1952.
6
In Guadalajara in 1956 in a study made by the General
Office of Retirement Pensions similar results were found,
Gernando Capnona, El Problemc. de la Vivien da en Mexico,
Investigacion Economica, Escuela Nacional de Economia, Pri-
me!' 2'rinestre de 1958.
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1) housing which contributes directly to added production
or output, 2) housing as a consumption good as a self.
justifying .human preferance and 3) housing for political
purposes. 7
The first criterion is very much linked with
the economic development objectives of the country and with
its possibilities of investment.
- The gross national product of Mexico in 1950
wdq. approximately five billion dollars, or about 1/70 of
the total product of United States.8  Of the total five
billion, Mexico has allocated as an average thirteen per
cent in the last fifteen years to gross investment purposes.9
In millions of dollars this comes approximately to $650
annually. Given this very small volume, of resources available
f6r'total investments, how much of such resources should go
>to housing?
7Rocliin, LLoyd, Measuring Housing Needs in Underdevel-
opedCoutLries, Housing and Economic Development, School
of Architecture and Planning, Massachusetts Institute of
Technology, January, 1955.
8For the Mexican figure: United nations Economic
Commission for Latin America, op. cit.
9 For the U.S. figure: Ma* MDIiXn, op. cit.
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Mexico has directed its investment partic-
ularly to those economic overhead projects basic to effec-
tive economic development with high yield in the short run.
Transportation, irrigation, industries, etc., are therefore
top investments priorities in the list of Mexican develop-
ment investments.1 Social overhead projects as housing
require, a considerable period of time before their yield
can be realized in financial terms. But nevertheless, these
projects are sometimes essential to effective economic
growth.and must complement and in somne cases preceAe devel-
opment. To accelerate economic development the role of
housing is to serve as a producer's good and as a necessary
complement to other kinds of investments. To this degree
the problem is not a choice between housing and other kinds
of investments. The problem is therefore, how much housing
we must have in order to make some other kinds of investment
actually pay off.ll Although this criteria is clear enough,
it may be quite a difficult one to apply in practice. How-
ever, only by detailed examination of what development
programs are of high priority ahd also what the situation
is in local and regional housing markets, can one determine
whether additionsl housing will be needed to assist these
1 0See Table 1.
111Max Mi]4iX&n, op. cit.
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development programs; and if so, where, how much, and what
type.12
At the same type regardless of the deplorable
conditions of existing housing in Mexico, it would be un-
wise to eliminate almost any itilizable housing space until
the quantitative requirements are satisfied. "Slum clear-
ance with rare exceptions will be the most myopic and in-
effectual remedy for poor housing conditions,"u one housing
expert has said.-1 3 A similar emphasis is evident even in
a country like Britain. British experts have stated that
"Until there is a general relief of the shortage of accom-
odations for all sections of the community it is unlikely
that redevelopment will go much beyond the replacement of
war damaged property." 1 4
Charles Abrams has argued for an opposite
policy than the popularly accepted fallacy that the best
way to get rid of slums is to tear them down.15 The reasons
he gives are:
12 Lloyd Rodwin, op. cit.
131bido
14Stephenson, Gordon, United Nations, Department of
Social Affairs, Urban-Land Problem in the United Kingdom,
Bulletin 6.
1 5 Abrams, Charles, The Future of Housinpi, Harper and
Brothers, New York, 1946.
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a) SLum dwellings undesirable as they are
serve as a temporary useful purpose by
providing slum dwellers with a place
to live until alternative accomodations
are made available.
b) An oversupply of substandard dwellings
is more advantageous to the occupants
than a shortage, because it tends to
hold rents and values down while a short.
age boosts rents and values.
c) An oversupply makes it easier to build
projects on slum sites.
For these reasons it would seem that until
an adequate pool of sound housing is made available for slum
occupants, slum elimination should not be requiered.
Still another economic consideration may be
the multiplier effect of investing capital in housing com-
pared to other alternatives. Conceivably in some economies,
the combination of the production coefficients involved
and the secondary and tertiary effects produced by invest-
ments in housing may provide more significant economic stim-
uli to the economy that some other investment alternatives.
Although there are technical difficulties in obtaining
accurate or appropriate data, these relationships can be
in large measure ascertained using input-Dutput matrices.
-8 -
In the case of Mexico, the Office of Technical Studies of
the Bank of Mexico, has developed first approximations on
this subject which suggest that these multiplier effects
are of considerable significance for housing investments,
yielding higher capital--output ratios than other alternatives.
Unfortunately I did not receive this data
on time to include it in this study. However, in the
U.S. the capital-output ratio for housing is roighly esti-
mated at seven. Petroleum and natural gas is about 4.3;
steam railroads are 3,2-; steel mills only 1.8.16 If our
objective is to obtain the highest multiplier effects, and
if these United States ratios are at all representative,
investments in housing should be maintained at the upper
limit of requirements.
One second criterjon was to evaluate housing
as a consumption good or as a self-justif'ying human pre-
ference. It may be necessary to build housing to satisfy
these preferencetbecause of the political pressures; but
there is going to be a residue of housing needs which can-
not be satisfied for a long time and that will be aggravated
by population and family growth. Housing built on such a
16Max Millikkhs., o-o. cit.
Capital-output ratio is the amont that must be in-
vested in new capital equipment to get one additional
dollar's worth per year of added income.
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basis must try to serve with meager outlays mass require-
ments, particularly those in the low-income level. Accord-
ing to,1950 Census figures, 84 per cent of the total Mexican
families received less than eighty dollars per month and
62 per cent less than 25 dollars. Even allowing for some -
over-statement in the figures, there is an obviously grave
problem.
Programs then that can channel investments
into low-cost housing and self-help programs using the exist-
ing human and material resources, are prbbably the sole
means of providing housing assistance for these groups.
Very few other programs may be able to mobilize these re-
sources. Housing through these means may contribute thus
to advancement of productivity in general and by helping
to improve health and increase longevity, may in the long
run acquire cummulative importance as an aid and incentive
for effort, for savings,perhaps even for education.
Although these criteria:.; are clear enough,
some other factors must be taken into account to formulate
a housing policy. One of such factors is the interdepen-
dence between housing policies and urbanization objectives.
Economic development invariably forces population redistri-
bution qhich in turn means radical changes in the basic
pattern and structure of man-made environment. '"Economic
17
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development creates cities for better or worse." 1 7  Ernest
Weisman analyzing the problems of urbanism in the less in-
dustrialized countries remarked: "As the developing coun-
tries with predominantly rural subsistence economies enter
into contact with the expanding world market, urbanization
becomes more rapid and massive, leaving often in its wake
serious diseconomies, social maladjustments and urban slums
and blight." 1 8  Certainly these problems afflict Mexico.
In 1940, fort example, 35 per cent of the Mexican population
lived in urban areas, 26 per cent of such figure lived in
cities up to 100,000 inhabitants. In 1950, the figures
were 42 per cent and 35 per cent respectively. Such ralbid
change in urbanization has by and large resulted in worse
housing and living conditions.
Mexico, however, still is a country of only
one great and congested city as the primary focus for national
development.19 The high costs of maintaining this city
17Bauer, Catherine, United Nations Manuscript, Eco-
nomic Development and Urban Livinp; Conditions, 1955.
18Weissman, Ernest, The Problems of Urbanism in the-
Less Industrialized Countries, Conference on Urbanism,
Ford Foundation, Detroit, October, 1956. -
19 The population of Mexico City was 1.8 million in
1940, approximately nine per cent of the total population
of Mexico. In 1956 the figures were 4.5 million and four-
teen per cent, respectively. An increase of five per cent
in relation with the total population of the country.
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may be retarding the process of development. In Mexico,
the critical problem is to create a more rational pattern
of urbanization for millions of additional people and the
new nonfarm jobs required to support them.20 But, "when-
ever the dynamic process of industrialization and urban
growth is on the upward curve in a country with limited
resources, no pattern will be successful unless it is
closely related to overall trends and policies with respect
to economic development, population distribution and the
location of employment. 2 1
Housing policies therefore might be used
along. to complement other ,developmental tools to guide
urbanization in a national pattern that would favor gradual
progress in the social environment with minimum expendi-
ture. As the United Nations Housing Mission to South and
Southeast Asia put it: "Housing programs must reflect basic
decisions on the distribution of industry, agriculture and
mining, new settlement or resettlement and concentration
and dispersion of cities."22
2 0 Every year approximately 250, 000 persons enter into
the job demand. Nacional Financiesa, S.A.,0cupaciO'n y
Nivel de Vida, El Mescado de Valores, Novembre, 1957.
2 1 Catherine Bauer, op. cit.
2 2 Ibido
19
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Summary:
We have discussed above the need for deciding
which Mexican housing needs should be satisfied first. We
have set up a system of criterias to direct housing invest-
ments that can serve as a basis for formulating a housing
policy for Mexico. To achlive this purpose the Mexican
Government must estimate the magnitude and location of
national housing needs.
All the housing requirements of those eco-
nomic activities that can add output to the country must be
considered. The type, number and housing location will de-
pend in resources available and in the priorities of devel-
opment. The private contribution also should be considered
in the formulation of the program, not only in the form of
capital investments but also as a liaison between the federal
government and the people. Some analysis is necessary to
estimate the possibilities of this sector to resolve the
housing need for low-income families by means of premiums
or inducement mechanisms, etc., and the share that self-
help housing is going to have in the program.
Through this program or plan, based on local
and regional objectives and with the help of some planning
tools as capital programming, regional planning, etc., the
federal government could allocate gradually in yearly in-
- 13 -
vestments tbe resources for housing necessary to satisfy
the economic and social development purposes. The magni-
tude of the program would depend on the total resources
available. More careful study, by a Presidential Commis-
sion will be necessary to fix some of the details of the
program such as the administrative obstacles to carry out
this program at a national scale. Also the way in which the
Federal constribution is going to be established and the
share of States and Municipalities.
However, this plan calls for an adequate
and efficientiuse of the existing housing mechanisms.
Production, finance and administration of the housing prob-
lem must be coordinated and well integrated to assure an
optimum utilization of the meager resources. This study
is going to explore which are the existing gaps in these
housing mechanisms and which are the needed reformulations
and approaches that the Mexican government should follow
to carry out this program effectively.
21
CHAPTER III
This chapter will analyze the building
industry, including related materials industries, labor
and self-help. This analysis is necessary because the na-
ture of the housing policy depends gn the characteristics
of this industry. To solve the housing problem, a strong
and well integrated industry is required. The aim. of this
chapter is to review the adequacy of this industry as a
basis for a policy in this important sector of the econ-
omy.
The building industry in Mexico has shown
a marked upward trend in volume of production in the last
- 1-
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fifteen years. In 1950, 170 million dollars had been in-
vested in this industry*1  In relation to the whole econ-
omy these investments represented four per cent of the
gross national product,2 The production, hoWever, is still
picayune compared with the present demand. It has been
estimated that approximately 25,000 d.u. are built annually
in Mexico as against 130 to 160,000 d.u. that the country
needs to satisfy only population growth (See Appendix A).
What are the factors responsible for this low
level of productivity and what measures are necessary to
increase the existing production? To answer these questions
two aspects of efficiency in the housing production process
will be examined: first, efficiency in the process of con-
stmuction; and second, efficiency in the building materials
industry. Subdividing in this way the production process
will facilitate analysis and recommendations for each of
the components of the building industry. 3
Construction Industry:
Housing construction is uually held to be
a branch of the building industry in general. In its pre--
1This is an estimated figure that embraces the building
industry and related materials industries. Censo Industri-
al, 1950.
2United "ations Economic Commission for Latin America,
Op. cit.
3Most of the Mexican data that I have analyzed about
this industry breaks the given figures in this way, including
the 1950 Industrial Census.
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sent state the building industry has not succeeded in sat-
isfying the need for housing complementary to development.
Its results are the typical housing of today: inadequately
planned, of costly construction, not up to technical stan-
dards; built by primitive and unsatisfactory labor because
of the absence of a tradition in craft-manship and of well-
established and integrated trade unions. In general, the
weakness of the construction industry is shown by:
a) The small scale of building operations.
b) The lack of organization of the construc-
tion industry itself.
Scale of Building Operations:
Operations in the industry are carried out
an a small scale. This situation affects the extent in
which repetitive processes and mechanized productions are
economical.4 Two factors are associated with the scale of'
operations; a) the size of the local market and b) the
firm's size.
Size of the Market:
The size of the local market is particularly
important since the product (the house) is characterized
by its fixity of location. In underdeveloped countries,
4Grebler, Leo, Production of Iew Housing, Social Sci-
ence Research Council, New York, 1950.
22
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this factor becomes essential because the disproportion
in size between the cabital city and the other urban cen-
ters is enormous. Table 2 shows tie population of the ten
main cities of Mexico. The volume of construction is there-
fore affected greatly. If the new construction is assumed
to-be equal to 2.5 percent per year of the existing hous-
ing supply,5 the entire annual market for the Federal Dis-
trict would be 10,000 d.u., for Guadalajara, the second
largest city around 1200 d.u., for Monterrey 1100 d.u., and
for a city of 25,00 population the annual market computed
on this basis is likely to be in the neighborhood of 60 d.u.
The scattered distribution of the Mexican cities also con-
tributes to the low level of mechanization because ncreasing
transportation costs and the diseconomies of production.
However, these figures are only hypothetical. Actually,
the Federal District with twelve per cent of the population
of thecountry absorbs 55 per cent of the total investments
in residential construction. Concentration of firms in
the capital city results in a divided market, and therefore
in decreased possibilities for using adequate machinery and
5Approximately the building rate in 1950 in the Federal
District,
6Ramisez, G'omez, Ramion, El Problemo de la Habitacion
y los Niveles de Vida, Niveles de Vida y Desarrollo Econ6mico,
Escuela Nacional de Economica, Universidad Nacional Aut6noma
de Mexico, 1953.
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for economies of scale which inhibits the entire production
process and increases housing costs. Establishments of re-
gional plans to organize housing construction in particular
locations are essential to decentralize activities from
the Federal District. These plans may be one of the mechan-
isms to determine how to maximize the contributions of the
available resources.
Another important factor that contributes
to a low level of production.is the limited effective hous-
ing demand. 62 per cent of the total families in Mexico
have an income of less than thirty dollars per year.7 Pri-
vate enterprise has not provided assistance for these people.
However, a part of this potential demand can be made effec-
tive by means of subsidies or other financial mechanisms
that may enlarge the existing housing market served by pri-
vate mechanisms. These measures would increase the possi-
bilities of standarization of parts and the large scale of
operations. However* the low level of the Mexican resources
restricts this solution. The other part of this potential
demand may satisfy their housing needs only through aided
self-help housing techniques. How much of the potential
market can be the share of the building industry and how
much the share of self-help programs? A rough estimate
7Acosta L Augustin, Habitaci6n, Cuestiones Nacion-
ales No. 3., Mexico, D.F., Septiembre, 1957.
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based on the income'- level of the Mexican people and in
the cost't 'average of residential construction built by
private enterprise (See Appendix B) shows us that approx-
imately 65 per cent (2/3) of the total housing need, should
be satisfied by self-help programs and only 35 per cent (1/34
by the traditional construction system.
Even allowing for some margin of error in the
fbgures, it is clear that the building industry will have
only a small share of the total market unless and until
the income levels are raised significantly. It is there-
fore essential to give emphasis to these requirements in
our housing policy. A dual solution seems to be necessary:
first, leaving the existing industry to serve this third
of the market with attention to low-cost housing; and se-
condly, encouraging new types of building materials in the
industry to assist self-help techniques.
Firm's Size:
According to 1950 Census figures, 128 firms
were engaged that year in housing construction. These are
however, a great majority of temporary builders, either
home-owners or professional builders who built ane house
8 The 1950 Industrial Census gave this figure for
the whole construction companies operating in that year in
Mexico. However, a great number of these companies are
operated at other levels besides the residential.
MA
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a year. According to the 1950 Industrial Census, seventy
per cent of the registered building enterprises were oper-
ating with less than 20,000 dollars of capital invested;
25 percent with less -than 5, 000 dollars. This situation
produces a low level of investments in tools and equipment
and as a consequence a low level pf production. There are
no data available on the percentages of houses built by
different sizes of firms. But, there are few firms that
produce twenty or more houses per year. Few companies are
engaged exclusively in housing construction and in low-cost
housing almost none.
As a consequence of the small size of oper-
ation, the housing construction industry is weak in resources
and organization.. This in turn results in minimum profits,
which ofcourse are no inducement to greater progress and
development. There are-on the other hand proportionately
high costs per unit. It is.evident that very great econo-
miescould be made by the use of large-scale construction
methods which might well balance some of the diseconomies
of scale. here is also an important field of research in
this aspect of the construction industry; -iot only statis-
tical research, since most of the data is incomplete, but
also technical research to determine different behaviors
between size of firms and efficiency in qualitative as well
as quantitative terms and relationships between price and
cost by type of structure.
27
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In brief, the small size of the market and
the firm's size have had an important effect on the produc-
tign of houses. A policy to strengthen the building industry
must take into consideration the necessary decentralization
of some building activities from the capital city and the
need to enlarge the market by inducements in cost reduction,
increases in scale of operations, or introduction of self-
help methods. Self-help programs are all the more essential
since 2/3 of-the housing need must be satisfied through
these means,
Organization of the Industry:
The organization of the housing construction
ilidustry has contributed in a high degree to the low level7
of productivity.
The producing agents of the industry may be
divided into two groups: the managers of the industry such
as coktractors, financial institutions, architects or city
planners; the other, labor, skilled and unskilled. The
first group provides the management of the industry but the
iecond also has an influence on it, both through union ac-
tivities and also because it actually influences through
the work activities, with some degree of independence.9
90rganization of American States, Ad Hoc Committee for
the Study of Low Cost Housing, Problems of Housing of Social
Interest, Pan American Union, Washington D.C., 1953.
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In Mexico, the industry is so organized that
there is little opportunity for very careful supervision,
and most of the construction details are whollly the. respon-
sibility of the skilled workman. Also, in contrast to other
industries, the home-purchaser has greater control over the
end product and decides not only its character but also its
construction process.10
Where city planning and regulations have not
been- effective, the work of land developers in most instances
has been injurious to the industry.11 Almost all new sub-
divisions have imposed extremely rigiba and artificial re-
strictions on building. There are very few architects who
have specialized in low-cost housing. Architects in general
have preferred to devote their attentions to higher-priced
housing. Contractors and subcontractors intervene widely
in the building industry. Since the various projects re-
quire different kinds and proportions of skills and facilities,
the subcontractors are at the base of the building organiza-
Colean, Miles, American Housing, The Twentieth
Century Fund, New Yor k, 1944.
11Few cities in Mexico have a Master Plan or planning
regulations and controls. Those which do have, do not use
them in an appropriate way to fulfill the city planning ob-
jective. As a consequence, disorder and confusion charac-
terize land uses in most Mexican cities.
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tion, with the general contractor or builder performing
managerial functions of a highly variable type. "The wide-
spread use of subcontracting has important effects bn the
cost structure and price behavior in construction. For
the general contractor or homebuilder it has converted the
fixed costs involved in machinery and equipment into var-
iable costs and thus has reduced risks. However, the sub-
contractor operates with lack of capital, with very few tools
and equipment creating increases in the housing costs.
The labor situations contributes also greatly
to this low level of efficiency. There are a great majority
of weak and scattered small unions. In 1953, 578 construe-
tion and building materials unions operated in Mexico involv-
ing 57,000 workers, approximately sixty per cent of the total
labor force engaged in the industry.13 The union activities
are characterized by small attention to the workers, by em-
phasis on the fees and by ignoring social benefits. Because
of the impermanent nature of the jobs, expenditures on social
benefits in the building industry are negliiblk compared with
other industries (See Table 3). Measures to increase manage-
ment efficiency and labor productivity are therefore of great
1 2Grebler, Leo, on. cit.
13Mexico, Secretario del Trabajo y Prevision Social,
Memoria de Labores, 1957.
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importance. It is also necessary to encourage a better
quality of managerial personnel. Actually, they are badly
trained and they lack initiative and vision. A well organ-
ized study with emphasis on the actual situation of the in-
dustry and of its possibilities, may help to foster interest
of these groups towards this industry, raising the quality
of the managerial personnel.
Possibilities of Self Help:
In hihly organized societies, houses are
usually constructed by experienced builders using commercial
materials erected by skilled labor in accordance with estab-
lished building codes. After construction families move in
and undertake to pay for having the houses built for them by
others. In meny countries, families except those in the
higher iLcome groups, build the houses they occupy. Self-
help is the accepted way to build a house using locel, readily
available materials, and the labor of each family. 1 4 Time,
equipment, materials, space )auman labor are important ele-
ments to this technique. Perhaps most urgent of all is in-
itiative - the desire of people to raise their own standards
14Housing and Home Finance Agency, Manual on Design
for Low-Cost and Aided Self-Help Housin;, Washington, D.C.,
January, 1957.
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of living.. In Mexico, the production of rural houses has
been mostly without the aid which is so essential to any
good self-help program. Often the self-help house is a
small hut, without sanitary facilities and subject to rapid
deterioration. Probably two million houses (forty percent
of the existing suuply) have been built in this way in
Mexico.1 5
There is a need for a policy in this sector
of the building industry. The existing organization of
the housing construction has not been oriented to provide
material, technical or financial assistance for this tech-
nique.
In brief, the present organization of the
housing construction industry reflects the low and erratic
demand for housing, and in turn this organization contri-
butes to a low level of production. It is necessary to
change the level of demand and to modernize the industry.
These changes will require higher quality of managerial
personnell, large scale housing operations, measures for
providing technical training to workers, stimttlating more
151 have estimated this figure based on the existing
rural condition, and considering that towns below 2500 in-
habitants have been built using this technique.
312
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responbible union activity, identification with produc-
tivity; and a policy for encouraging self-help methods in
both urban and rural areas.
Construction Materials Industry:
One of the most important factors of the
building industry is that connected with the production
of its basic materials. Housing as an article of use, is
in a very special position since it can be characterized
by its fixity of location, its durability, its great bulk
16
and weight and its extraordinary complexity. All these
characteristics bear on the organization of the industry
producing it.
100 million dollars have been invested in
this industry in 3000 enterprises until 1950.17 The num-
ber of workers was 70,000 for the same year. The industry
ranks third in the number of employees and sixth in the
capital investments (see Table 3). So its importance in
the economic development of Mexico is enormous and its
16Grebler, Leo, op. cit.
1 7 This figure does not include investment in the
building industry only in related materials industries.
1950 Industrial Census, op. cit.
growth will contribute indirectly and directly to the in-
dustrialization of Mexico.
Table 4 shows the capital investments in
nine building material industries. These investments are
high when it is considered that for process requirements
the final product needs to be elaborated using very expen-
sive machinery - as in the cement industry. However, in
the brick, lime, mosaics and granite industries where it
is possible to avoid mechanization, these investments are
relatively low: ninety percent of the brick firms, for
example, have less than 4000 dollars of capital invested;
ninety-five percent of the mosaics firms have less than
500 dollars.18 Research is needed to determine if mechan-
ization in these industries would reduce material costs.19
There is almost free competition between firms. There are,
for example, 1398 brick firms and 277 lime firms without
having any one a markedly production that might influence
strongly the market. The consequences are reflected in the
variable qualities of the products.
The small size of operations in housing con-
struction has affected the size of the related industries
181950, Industrial Census, op. cit.
19Some industries that have been intensively mechan-
ized in Mexico, have greater production costs than before me-
chanization.
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and the level of standardization of building materials.
This factor has been complicated by the building trend that
is oriented towards building of luxury houses. As a re-
sult, many industries produce costly materials, increasing
therefore investments in machinery and in capital. For
example, ninety percent of the investments in the glazed
tile industry are up to 80,000 dollars per industry. 2 0
In recent years demand in luxury housing materials exces-
sively increased:, as a consequence of investments in re-
lated industries. However, this abnormal period endured
only for a short time. Bdcause of this situation a great
number of these industries now work below capacity. 2 1
This situation is dangerous for a country where investments
must be oriented to maximize returns with a wise allocation
of scrace resources. A well formulated policy towards
low-cost housing and self-help housing, will try to mini-
mize low rates of utilization in related industries, in-
creasing the level of standardization and the economies
of mass production.
However, this low level of productivity is
related also to the labor situation. The wage structure
is low and below the averages of other industries (see
2 1 Excelsior, Mexico, D.F., la pag., 5a columno,
Febrero de 1958.
35
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Table 3). In relation to social services (social security,
medical services,: indemnization, retirement, etc.), the
situation is worse (see Table 3). With so few investments
in social benefits and with a low level of wages and sal-
aries productivity undoubtedly is low.22 This situation
is reflected in the high costs of materials.
There are also other structural obstacles
which count very strongly in the production process and
in the low level of productivity. One of these obstacles
is the shortage of electric power which directly affects
the construction industry. This shortage is common in
many regions of Mexico. In addition there ate transport
difficulties in many places, caused by inadequate equipment
or by the poor conditions under which transportation equip-
ment is working. These difficulties affect the supply of
raw materials and fuel, increase cost by requirt ilg the
maintenace of abnormally high stocks, or cause some indus-
tries to be located in less satisfactory areas. Only by
effective regional planning can these situations be mini-
mized and the available resources utilized at its maxi-
mum.
2 2 These social service, etc., are related exclu-
sively to the building materials industry. Data is' differ-
ent from the construction industry. See footnote no. 3.
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Analysis of the Cement and Steel Industries:
In Mexico, the steel and cement industries
are intimately related to the production of houses. A
great deal of new housing has been built using these ma-
terials, and it is expected that this tradition will con-
tinue. Furtheremore, a policy to increase self-help pro-
grams has been proposed in this chapter; weaknesses in
these industries weaken the production process and may
handicap the proposed policies. What are the possibilities
of these industries. in confronting the housing problem'and
what should be their contribution in a national housing
policy?
There are two guiding, general principles:
(a) In a fast developing country, such as
Mexico, economy'is always essential, even where some ma-
terials seem to be in ample supply. What is not used for
housing, will be needed elsewhere to help build up the na-
tional economy. Waste is harmful and should not be toler-
ated either in publis works or in private enterprise.
(b) Materials manufactured in Mexico are
preferable to imported materials which are a burden on the
foreign, exchange account.
- 18 -
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Cement:
The Mexican cement industry has made great
strides in the past fifteen years' production is now above
national requirements.23  the growth in the industry's
capacity was achieved both by the building of new factories
and by enlarging the capacity of existing ones. But in
its best years, the cement industry has never operated at
more than 83 percent capacity and 1950 production was only
70 percent of capacity. 2 4 (See Table 5).
By the introduction of self-help programs,
however, the demand for cement is going to increase stead-
ily. Some measures are necessary to reduce cement consump-
tion in connection with self-help housing projects.25 For
example, lime mortar might be used in place of cement con-
crete in foundations and in other places where reinforce-
ment is not needed. Many Mexican soils can be used for
the manufacture of stabilized earth blocks which require
a few amounts of cement.26 Research is essential to pro-
vide economies in the use of cement for this kind of program.
23 Installed capacity in 1957 amounted to 2.8 million.
Consumption in turn was 2.2 million. Banco Nacional de M6xico,
S.A., Review of the Economic Situation of Mexico, December,
1957, Vol. XXXIII, No. 385.
24 International Bank for Reconstruction and Develop., op.cit.
2 5A self-help housing program of 30,000 d.u. per year will
need approximately 250,000 tons of cement per year consider-
ing an average of 8 tons of cement per dwelling.
26Housing & Home Finance Agency, Earth for Homes, Ideas &
Methods Exchange, No. 22, Washington, D.C.
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Steel:
The steel shortage is the most serious of
the problems affecting the building industry. Of the esti-
mated 600,000 tons of iron and steel consumed in Mexico
in 1950, sixty percent was provided by domestic production
and forty percent by imports.27 (See Table 6).
The considerable increase in domestic con-
sumption of iron and steel since 1939 and wartiile diffi-
culties in importing them, stimulated an expansion, which
increased the capacity of the iron industry nearly four-
fold and more than doubled the capacity to produce steel.28
In 1957, steel production rose to almost 900,000 metric
tons. Early in 1958, two plants will increase their out-
put to 710,000 tons a year and at a little lomger range
the other one is engaged in a program to increase capacity
to 450,000 tons yearly.29 Economies can be made in the
use of steel by adequate construction methods a'nd by the use
of new materials, both of which may be feasible in self-
27International Bank for Reconstruction and Devel-
opment, op. cit.
28Ibid.
2 9 BancoNacional de Mexico, Op. cit.
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help housing. Research is essential for further savings
in connection with these programs.
In brief, the need for cement and steel can
be adjusted by a well formulated housing policy to other
needs, existing supply and exchange requirements. Simi-
larly, if regional planning should go hand in hand with
the future location of these industries and new housing,
it will help to achieve substantial economies that will
benefit the whole building industry. Research is essential
to test new materials and new techniques that will help
to reduce low-cost housing costs.
tummary:
In the light of all these facts, there are
some necessary reformulations to make in the building
industry, considering the three criterias established
for the allocation of the Mexican acarce. resources and
the existing low level of productivity:
1) The establishment of regional planning
organs as a tool to help decentralize some building ac-
tivities from the capital city and to coordinate housing
policies with development objectives.
2) Possibilities of reducing costs and en-
larging the market by means of subsidies or other induce-
-21 4'
ment mechanisms that may contribute to the development
of medium: Andtbig firms and to the use of large scale
construction methods.
3) Standardization of building parts and
dwelling units to avoid waste of materials and time.
4) Measures to provide technical training
to workers to increase their efficiency.
5) Consolidation of scattered and weak
unions to provide better social services to the workers
and greater association witli increases in productivity.
6) Encouragement of self-help and mutual
aid systems in both urban and rural areas and to provide
them with technical and financial assistance.
7) Encouragement of the production of low-
cost materials in the building industry to help in the
development of self-help and mutual help programs.
8) Adjustment in the emphasis on cement and
steel industries and supply factors, to assist future ex-
pansion of housing programs and exchang'e requirements.
9) Research to develop new materials to
assist the low-cost housing building industry and to im-
prove the actual system of construction.
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CHAPTER IV
This chapter will explore present financial
mechanisms through which housing is now made available
to the Mexican people. The principal mechanism is private
enterprise which supplies approximately 92 percent of the
total volume of production. However, the government is
now intervening more actively, partidularly in shapingt
the level of capital investments. Therefore, the present
government policies will also be -studieA.
1See Chart I.
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Private Mechanisms:
The private financial mechanisms that are
engaged in housing activities are: Insurance and C-uarantee
Companies, Industrial Entrepreneis, Mortgage Banks and
Housing Savings and Loan Banks.
Insurance Companies:
Since 1956 when Congress approved an ammend-
ment to the Insurance and Guarantees Companies Law with the
purpose of channeling ten percent of the technical reserves
into housing, these companies have become an important po-
tental influence in attacking the housing problem. The ten
percent of the technical reserves must be invested in two
frmsns: five percent in the constructing of either a) low-
rent housing below thirty dollars per month, or low-cost
housing for sale purposes with long amortization payments;
or b) in mortgage loans with low interest rates seven per
cent) for low-cost housing construction and only in these
cases when the borrower will occupy the property; the other
five percent in mortgage bonds issued by the National Mort-
gage and Public Works Bank. 2 All these investments do not
2tanco Nacional de Comercio Exterior, Comercio Exterior,
Diciembre, 1956., pag. 577.
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interfere withthe additional 25 percent of total capital
reserves that these companies must invest in Government
securities. The Ministry of the Treasury with the advide
.of the National Housing Institute controls the allocation
of these resources into housing.
In 1940, the Insurance Companies had 17.3
million dollars in technical reserves and 24.5 million
dollars in total capital; for 1956, technical reserves
amounted to 101.8 million dollars and total capital to 160.0
million dollars. -.his rapid increase will help to channel
a sifnificant level of investments into housing.
Industrial Entrepreneurs:
Industrial entrepreneurs with more than 100
employees under section XII, Art. 123 of the Mexican Con-
stitution are obligated "To provide housing to their
workers charging no more than * percent of the total value
of the house." 4
3 Nacional Financiero, S.A., El Mercado de Valores,
Aino XVII, No. 43., Octubre de 1957, Pag. 518.
4Constitucion Politica de los Estado Unidos Mexi-
canos, Sexta edicion, Editorial Porruo, Mexico, 1956.
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Few industries have obeyd the law. A me-
tallic furniture company has built a model worker neighbor-
hood in the vicinity of Mexico City. Three other industires
are building Sahagun City, an industrial new town 100 miles
away from Mexico City. Other enterprises are engaged in
providing low-cost housing in Tlalnepantla, an industrial
town in the state of Mexico; and still others are providing
workers housing in Monterry and Monclova. But these are
only a few efforts in comparison to the total number of
large and medium industries that exist in the country and
that are doing nother. Such a solution is difficult, how-
ever, for those industries which have e lack:oficapital9.
Sometites the required housing investments for these indus-
tries are higher than the expenditures in machinery and
industrial buildings.
Unions, too, have been asking for workers
housing and some strikes have produced grants and "stimuli"
to continue their efforts, as in the electric and sugar
unions. 5 The grants have been mostly in rent payments.
But in some casesm' as the Thelepone Unions, grants have
beeft given for the entire construction of neighborhoods.
Each of these unions haso strong influence in the Labor
5 Secretarfo del Trabajo y Prevision Social, 2p.,
6cit.
6 Ibid
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movement of Mexico and bhe consolidation of their efforts
will represent a large benefit for the working class of
the country.
Mortgage Banks:
The Mortgage Banks numbering two in 1930
and twenty in 1950, have devoted themselves almost exclu-
sively to urban real estate activities which in 1948 ac-
counted for over 95 percent of their loans.7 They function
.by issuing securities of their own secured by mortgage
loans which they themselves have made, and also by guaran-
teeing mortgage certificates issued by individuals and
firms. In 1939, five million dollars were granted in mort-
gage credit and forty million dollars in 1950. Credit is
usually granted at a ten year basis with interests rates
of eight percent and nine percent annually. Their activ-
ities are exclusively concentrated in medium income families
,.with little attention to low-income groups.
7 Mexico, Secretario de Economico, Direccion General
de Estadistica, Instituciones de Credito Privadas, Mexico
en Oifras, 1952.
SIbid.
See also Simon Hanson, Economic Development in Latifn
America, Inter-American Affairs Free, Washing, D.C., 1951,
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Housing Savings and Loan Banks:
It is not possible to say much about these
Banks. Their capital is limited (0.7 million dollars in
1956 for only three institutions that are operating in
Mexico 9 ), and their operations are concentrated in the
Federal District. Housing credit is granted at ten or
fifteen year basis. The borrower must save at least fifty
percent of the total value of the house. This financial
requisite restricts the intervention of low-income famil-
ies in the system.
We have to call attention to the fact that
there is not national system of mortgage banking credit
or a reserve national insurance policy to encourage hous-
ing construction in a specific direction. This situation
has produced first, an overwhelming concentrationof all
the mortgage activities in onie or two locations with a re-
stricted market to mortgage securities, and second, fT/Ile
or no system of incentives to low-cost housing construction
particularly in such housing complementary to development.
9 Savings Banks, however, increased from four in
1936 to 250 in 1948. Savings deposits have had an increase
of 173 percent from 1944 to 1950, but there is no data
available to know how much of these deposits have gone'
into housing.
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A more efficient mortgage banking system
linked with a mortgage insurance policy, will assure a
fast assistance to thos regions where development pro-
grams are in effect and where housing is needed to assist
in productivity.
Volume of Housing Construction in the Private Sector:
Private investments in residential and
industrial construction as percentages of gross invest-
ments have varied between seventeen percent in 1939 to
fourteen percent in 1950. However, in millions of pesos
have raised from $110 in 1939 to *860 in 1950 (see Chart
I). These figures embrace residential as well as indus-
trial construction. However, Antonio Carrillo Flores,
Finance Minister of Mexico, has estimated that approxi-
mately 3/4 of the private construction investments were
directed to residential construction.1 0 If so, Mexico
is allocating ten percent annually of its total gross in-
vestments to residential construction. It is a small per-
centage considering, for example, the United States were
approximately between 22 to 25 percent of total gross in-
vestments are allocated in residential construction.
10 Simon Hanson, op. cit.
11Max MilliK vu, op. cit.
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There are not enough data to know exactly
the number of dwelling units built annually by the private
sector. However, some estimates have been made based on
figures for the Federal District and in the consumption
of building materials. 1 2 These estimates set approximately
in 23,000 d.u. per year the volume of private residential
construction.3 In 1950, 58 percent of these total pri-
vate residential investments were concentrated in the Fed-
eral District. The average cost of a dwelling was 4000
dollars in 1950 as indicated in Cha't I.
Role of the Public Sector:
Government intervention is the housing field
has been approached by means of two different policies;
(1) channeling private investments into low-cost housing,
and (2) intervening with the production of low-cost housing
in the housing market. Since 1917, the Mexican government
has shown interest in doing something about iie housing
.problem. In Sec. XIX, Art. 123 of the Mexican Constitution
12 Nacional Financiera a Government agency has made
these estimates. See Ramon Ramirex, op. cit.
1 3 This figure is for the whole country including
the Federal District.
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promulgated in that year it was decreed that "industrial
entrepreneurs must provide their workers with comfortable
and sanitary houses." However, this law has only been
followed in exceptional cases and only recently has the
National Mortgage and Public Works Bank provided support
with financial aid.
The beginning of a national policy on hous-
ing started during the 1934-40 period. In 1936 the Fed-
eral District Government created the "Promotion Council of
the Low-Cost Housing Construction" as advisor organization
and the "Housing Promotion Bank" as a financial organiza-
tion to concern itseld with the housing situation.1 5 How-
ever, the Bank's life was short. In 1939 it was consoli-
dated in a new organism - the National Mortgage and Public
Works Bank.
In 1940-46 the Social Security Law was
passed with an important chapter for the placing of the
technical reserves of the Mexican Social Security Insti-
tute into low-cost housing. Twenty percent of such re-
serves must be invested: (a) in low-cost housing for work-
ers, (b) in mortgage loans or bonds. It was, however,
until 1954 that these reserves were used to satisfy the
14I have used six ar periods because that is the
usual Presidential terip.
1 5 Agustn Acosta, op.cit.
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purpose intended.
During 1947-52 important measures were
adopted, in particular the amendments to the Retirement
Pension Law and the Organic Law of the National Mortgage
and Public Works Bank. These amendments made it possible
for the General Office for Civil Retirement Pensions and
the National Mortgage and Public Works Bank to engage in
housing production for low-income families. Most of these
programs have been concentrated in the capital city.
During the period 1952-57 the National Housing
Institute was created. This agency has as its first re-
sponsibility to "coordinate the housing efforts of all the
public organisms." Other of its duties are to serve as
adviror to the President "for the creation of stimulus
that can encourage private investments into housing.n16
However, this Institute is working badly. It really does
not have power and has few achievements to its record.
Its work has been concentrated exclusively in research*
Most of its studies, however, have duplicated data already
known. Until this Institute gets some power, few important
achiivements can be expected.
16Agustin Acosta, op. cit.
It. 1956, the Property Tax Exemption Law for
low-cost Housing was just put into effect for the Federal
District and Federal: Territories. The purpose of this
law is to grant property tax exemptions for fifteen, twenty,
or thirty years to all the property owners that in a five
year term bui,4 single or multi-family dwellings charging
rents below thirty dollars per month. 1 8 This measure, how-
ever, is not so attractive if we consider the inflationary
pressures of the Mexican economy and the already low levels
of property assessments in Mexico.
In the same year, Congress approved a reform
to the Insurance Companies Law with the purpose of channel-
izing ten percent of its technical reserves into housing
and a similar percentage was approved for the Guarantee
Companies to cover the same purpose. Finally, in January,
1958, a decree was approved establishing that all the
Autonomous Public Agencies and State Enterprises must make
investments in bonds issued by the Natio4al Mortgage and
Public Works Bank, considering "that it is of community
interest to support the realization of works that will pro-
mote and develop low-cost housing and municipal services." 19
1 7 Banco Nacional de Comercio Exterior, op. cit.
1 8 However, there are no provisions in the Law related
with housing standards, that must certainly complement such
a decree.
19Nacional Financiera, S.A., El Mercado de Valores,
Ano XIII, No. 1, Enero 6 de 1958, pag. 4.
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Besides these undertakings, other agencies
have promoted housing such as the National Army and Navy
Bank which provides credit for servicemen and veterans.
The National Indian Institute helps in housing construction
for the Indian groups. Mexican Petroleum has built low-
cost housing for its workers. Also, the Regional Commission
at Paploapan and Tepalcatepee have built some houses.
However, the programs of all of these Agencies fo not have
the importance of the Institutions mentioned earlier.20
Volume of Housing Construction in the Public Sector:
In regard to public housing investments,
they started in 1947 (see Table 7), the year that the
National Mortgage and P blic Works Bank and the Office of
Retirement Pensions started to operate intensively in
housing construction. In 1950, public investments in resi-
dential construction represented one percent of the total
gross domestic investments. In millions of diars around
#7.00.21 The number of dwelling units built in that year
20See Appendix C for a more complete information
about the work done by each of the principal Agencies.
21lInternational Bank of Reconstruction and De-
velopment, op. cit.
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by the public sector were less than 2000.22 And the average
cost was around 3500 dollars per dwelling. Government pol-
icies have been oriented towards medium cost housing and
favouring particular groups with emphasis on the medium
income families. A self-help housing policy favouring
have
low income families taoA produced better results with the
A
same expenditures. For example, an average cost of a self-
help dwelling is around 350 dollars.23 With similar guvern-
mental expenditures that in 1950, ten times more dwellings
might have been built in that year. This is ofcourse, would
imply a more efficient building and materials industry and
a clearly formulated self-help policy.
22See Table 7
23This cost has been obtained in Puerto Rico and
India in 1953. See Housing and Home Finance Agency,
Puerto Rican Experi'ence and Procedures in Aided Self-
Help, New and Xpanded Use of Aided Self-Help in Puerto
Rico, Ideas and Methods Exchange No. 5, Washington, D.C.;
and keith, H..Hinchcliff, Leader Training For: Aided
Self-Help Housing, International Cooperation Administra~
tion, Housing Division, ICA of the University of Illinois
Press.
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Evaluation and Summary:
There have been in the last years many de-
crees dealing with the housing situation. But few have had
federal character. Indeed, most of them have been issued
at a local level (i.e. Mexico City). Until now, Mexico has
not had a national housing policy and a national housing
legislation or mechanisms to implement such policies and
legislations. There have been no cleaf formulations of
goals; there have been movements up and downp left and
right- but ho coordination, no clear direction.
The existing governmental policies mentioned
at the outset of this chapter: (a) channelize private in-
vestments into low-cost housing, and (b) intervene with
the production of low-cost housing in the housing market
have had no continuity, no explicit criteria to measure
progress. The legislatio4 exists, but little has been ac-
complished.
Activity in the field of low-rent housing
has been discouraged because of high production costs,
and no system of incentive to overcome this obstacle. The
reforms to the Insurance and Guarantees Companies Law were
made only one year ago, and it is still too early to esti-
mate its achievements. These are the only two dignificant
prospects in the private sector. Both were not voluntary
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efforts. The government forced their activities. As for
the other private mechanisms (unions, industrial entrepre-
neurs, etc.), which could serve specific groups they have
not been effectively encouraged to produce results.
There is a housing cost, below which private
efforts can not obtain reasonable profits. Below this cost
it is necessary for the public action, either to stimuhate
low-income housing projects perhaps with subsidies to pub-
lic agencies or directly to families. To date, the Mexican
government policies have followed the first alternative,
without subsidy. And they have failed to produce any sig-
nificant amount of low-cost housing. Greater sums have
been expended in huge housing projects, but low-income
groups have not been benefited. The benefited groups are
the medium-income families. Low income groups have been
ignored. However, the present approach seems to be compe-
titive with the private mechanisms, since both of them
are constructing for the same type of families at approx-
imately the sa-me costs. The National Mortgage and Public
Works Bank merits some of the blame in this situation. As
a semi-public agency with a large amount of capital in pri-
vate hands, it wants projects producigg rapid benefits
with low risks. The program that best fits these purposes
is housing for medium inc6ome groups, since the financial risk
in serving such gDups is reduced.
t 56
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No states until now, have undertaken measures
to resolve their particular problem.24 Mortgage Banks and
Home Loan and Savings Banks are unknown in nan4 of them
and their operations are very limited. The same is true
for Insurance and Guarantee Companies. This situation is
related to the heavy concentration of the economic and po-
litical activity in the Federal District. Instead of
governmental measures oriented towards a decentralization
policy and towards solving a problem that appears to be
choking the economic development of Mexico, the major em-
phasis and the most ambitous housing projects are located
in the most centralized zone. This app),oach might perhaps
be justified if it were consciously sought. But without
both a national housing policy and effective regional plan-
ning it is unlikely that this approach or other ones would
be accomplished.
2 4 The states of Baja California, Jalisco and Nuevo
Leon are trying to resolve the housing problem in their
capit-1 cities. But more until now have attacked the
problem at a broader basis.
CHAPTER V
This chapter will summarize all of the
most crucial problems in the Mexican housing situation,
and the way in which they must be considered in formulat-
ing a housing policy for Mexico, according to the pro-
posed criterias for the allocation of the Mexican housing
investments.
The first need for a Mexican housing policy
is to get housing,where it is most needed, in production.
Has this been done? Probably not, as we have seepbecause
nobody has asked where-i, such housing necessary. Most
of the new housing construction has been built to assist
a social objective. Even government resources have been
solely oriented to satisfy this need. Some reformulation
is therefore necessary to fix the actual deficiencies and
to guide policy.
- 1 -
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1. To provide housing complementary to
productivity, Mexico has to scale the importance of its
productive activities and make a rough first approximation
of the amount of housing. that may be justified in relation
to these activities. A more adequate allocation may be
slowly approximated, as experience with development pro-
grams and further research discloses the nature of the nedd.
Analysis of local and regional housing
markets are required in this first stage to determine whe-
ther additional housing will be needed for development
programs; whether temporary, mobile or permanent,, for own-
ership of for rent, the price and rent range, the related
community facilities and standards, etc. Failure in the
determination of these relationships can upset all the
housing programs.
2. A great deal of this housing must be
provided with government resources. It is undesirable that
private mechanisms deviate their investments into housing
complementary to development, even if this housing would
raise productivity. Private investments are needed in more
productive activities to help raise the national economy.
However, if private investors want to build housing to
satisfy this criteria, they can be encouraged. Public in-
vestments therefore, can be allocated into housing either
60
in the form of direct loans at a very long-term maturity
.or by direct housing construction through local housing.
agencies. Public investments, therefore, can be allocated
and prove beneficial.
3. However, the building industry and the
related material industries are not intbeir present state,
in a position to achid&ve fully the goals of a housing pol-
icy complementing the development. The low level of pro-
ductivity in the industry, the lack of adequate credit fa-
cilities to impel its development, and the centralization
of building activities in certain regions are some of the
factors that are actually choking and making difficult the
appropriate development of this industry.
Measures to improve productivity in
the building industry, as these suggested inn the final
chapter, do not guarantee - at least in the first years
of the housing program - an immediatelsuccess in assisting
this criteridA.
there are some planning mechanisms that
can minimize these shortcomings and that may contribute
to foster an adequate development. Adaptation of tradi-
tional land usage measures, such as zoning and industrial
location controls would probably have to be employed to
effectively link the building industry with the development
programs. A planning organization at a regional scale may
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prove desirable, if not indispensable, to assure this per-
feet liason. This agency would direct the location of hous-
ing according to the requirements of the development pro-
grams. Assisted by regional capital budgeting procedures,
the agency can make possible a more refined control of pub-
lio investment, modifying the scale, direction and timing
of development. This would assure a more secure growth
in the building industry as well as continuity in the hous-
ing programs.
The second need in the Mexican housing
policy is to get housing to satisfy a social objective.
The following are the factors that may guide this policy:
1. We have seen that approximately one
third of the total housing market is the.. share of the
existing building industry. Actually the building industry
is only serving sixty-five percent of this share. To assist
the remainder (thirty f ive percent: mostly formed by fami-
lies which have incomes that indicate they can carry liberal
term mortgages, but are restricted because they cannot ac-
_umnlate the large down payments required under conventional
1 Rodwin, Lloyd, National Urban and Regional Capital
Budgets for Developing Areas, Papers and Proceedings og
the Regional Science Association, Vol. III, 1957.
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.loans), the building industry must build at least be-
twenn 8,000 to 15,000 more dwelling units yearly.
(See Appendix B).
2. The existing financial housing mechan-
isms which can allocate f. continued level of Wavestments
into'th1.r housing criterin .are the Insurance and Guar-
antee Companies, the Mortgage Banks and the Housing
Savings and Loan Banks. To serve effectively the hous-
ing market, these investments must be directed into low-
cost housing .and be nationally distributed. However,
the present scale of tkir operations is very restricted.
They have concentrated their activities in few states,
without attention to the housing needs of the rest of
the country.
To satisfy this housing market, it is
necessary to have an efficient national mortgage banking
system to assist housing where it is needed, and to as-
sure an effective decentralization of mortgage activi-
2ties, and an insurance system to stimulate housing
In the U.S., for example, the Federal Home Loan
Bank Board supervises a system constituted by Regional
,Banks. These banks are authorized to make loans to
member institutions which might be ariy Savings and Loan
Association, Savings Bank, ot Insurance Company engaged
in plaing mortgages on houses or small buildings.
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built at the right level and price category. This system
can be used not only for financing new housing but also
for refinancing existing property and for repairs.
Reformulations in the building industry
to assist the new level of demand are suggested in the
conclusions.
There are some city planning controls,
however, as building codes and subdivision regulations
that can indirectly help and assist the building industry.
These controls, badly used, may harm its activities. For
example, very strict building codes may damage the vol-
ume of production and the use of large scale operation.
In the case of the building material indus-
tries, a great deel of them may easily adjust to an in-
crease in housing demand. Particularly such industries
where expenditurds in machinery are limited.3 A con-
tinued public policy of housing investments may be the
answer to a steady gowth in these industries.
This program can assure the building mater-
ial industries continuity in the housing operations
3As in the mosaics, gypsum, brick, lime, etc.,
industries.
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therefore a better utilization of the existing end fu-
ture capacity. However, measures to increase lIabo;.
productivity are needed to obtain a better volume of
production.
In regard to tle basic building material in-
dustries such as cement and steel, plans for its devel-
opment are already underway. New systems of housing
production would help to reduce 'consumption of these ma-
terials, particularly steel. These materials are essen-
tial to development programs and Udir'use must be reduced,
at least in the first year of the housing program to avoid
a burden in the foreign exchange account.
Housing for low-income groups according to
our criteria should be satisfied- by self-help. Probably
with the needs of a subsidy. So we need a program to
get people to help themselves and complementE subsidy
program.
Seventy-five percent of the families in this
market have incomes of twenty five dollars per month or
less. The subsidy needed to impel these groups to a
higher housing market served by private mechanisms is
enormous and not a present possibility in Mexico.
In 1970, the M.exican national income would,
probably have doubled the 1950 figures. (See Chart II).
This increase will reduce, by one-thirA, the share of
64
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the self-help programs. A review of this policy is
necessary in that year to know whether it is possible
and convenient to extend the mortgage reserve insur-
ance system tp.assist these low income groups. Meanwhile,
construction of public housing for these groups would
deviate resources that are needed to accelerate the eco-
nomic development of the country.
The self-help system has both advantages
and disadvantages. The former are:
(a) It makes housing possible when no other
alternative is open. It opposes the
philosophy of waiting. Instead it of-
fers a system that can immediately be-
gin showing results.
(b) It increases actual wealth without en-
courahing inflation. The self-help
system can convert spare time into
wealth without competing very much
with labor or materials used for in-
dustrilization.
(c) It may encourage small local industries
to produce buildingmaterials.
4 National Housing Agency, Ideas and Exchanges,
No. 22, op. cit.
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And as for disadvantages:
(a) The system requires a "mortgage" on
the participant's free time which other-
wise would be devoted to more pleasur-
able pursuits than unfamiliar construc-
tion actilrities
(b) It requires cheap land that is not often
found in big cities.5
(c) The quality of construction might be
lower than that done by more skilled
workers.
However, the advantages are often more apparent than the
disaavantages. For Mexico this sytem is perhaps, in
the meantime, the more effective way to assist low-
income families. Financial, techical and building
site aid must be provided to complement this program
and to encourage the development of low-cost building
material industries. It should therefore be a govern-
ment agency which wolld organize this aid.
5This disadvantage is not so relevatt to Mexico,
because there there are only three cities which have
over half a million population.
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Summary:
We have set the basis in which a housing
policy for Mexico must be established in accordance
with the criterias for the allocation of housing in-
vestments.
(1) Investments in housing complementary
to productivity should come from the public
sector. To allocate these investments
either direct loans to unions or individ-
uals at a very long-term maturiby or direct
housing construction through local housing
agencies are necessary.
(2) Investments in housing of social in-
terest should be done by private mechanisms,
assisted by a dederal mortgage reserve in-
surance, to stimulate low-cost housing. These
measures will help to stabilize employment
in the building industry and to ensure a high
and stable level of activity.
(3) Housing for low-income families should
be satisfied by a self-help program, A
public agency is needed to complement this
program with financial aid.
CHAPTER VI
Conclusions and Recommendations
Mexican housing investments may be formulated
by three criteria:
(1) Housing complementary to productivity
(2) Housing as a consumption good
(3) Housing for special purposes
In Mexico the first criterian should have
investment priority, The meager resources available
for investment and the importance of maintaining a
high rate of economic gowth are the essential factors
that decide the role of the Mexican housing investments.
Housing investments in this criteriahmay help to accel-
erate the process of industrialization in Mexico.
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-2-6
Housing as a consumptbn good should be en-.
couraged only in the low-cost housing level. This kind
of program may help to reduce over-capacity in some
building material industries and to ensure stability
in employment in the building industry. However, con-
sumption of cement and steel must be reduced at a lower
limit of requirements.
Housing for social pusposes should be sat-
isfied by self-help. This sytem would set free many
untapped resources and would help to alleviate the
discontent with housing.
Administrative Recommendations:
(1) A material housing policy in a develop-
ing country like Mexico has to be along the lines of
the machinery which directs the level and location of
the national development programs. It is impossible to
link effectively the building industry with the devel-
opment programs if we do not know the scale, direction,
and timing of this development.
A n±bnal Housing Agency should be es-
tablished to coordinate and direct housing investments
in relation to developmnt programs. This Agency should
decide whether investments in housing should be made by
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direct loans to unions or individual investors, or by
direct loans to hnising construction though local housing
agencies. This Agency may be the Nathnal Housing Insti-
tute.
(2) Eacouragement of local and regional
masterplans and implementation tools complementary to
them, to link the housing policies with local needs and
desires.
(3) Establishment of a National Mortgage
Banking System to help decentralize mortgage activities
and to assist housing where it is needed. The National
Mortgage and Public Works Bank should be the agency
that directs the operations of this sytem. The main
features of it would be:
(a) It should be formed by private
home finance institutions.
(b) It should operate on a regional
level.
(c) It should assist mortgage insti-
tutions rediscounting foreclosures
mortgages.
(4) Establishment of a Mortgage Reserve
Insurance System tostimulate low-cost housing uonstruc-
tion. The chief feature of this sy~tem would be to in-
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sure home mortgages issued by private institutions.
With government backing, these loans would be written
with less risk to the lender and consequently would be
more favourable to the mortgager.
(5) The National Housing Institute may be
the agency that would provide financial, technical, and
building site aid to self-help programs.
Rsc6dniihdations for the building industry:
(1) Credit Facilities to lege and medium
sized builders for the development of large-scale
housing operations. This measure is now possible due
to the enlargement of the market by means of the re-
serve mortgage insurance system.
(2) Measures to increase labour produc-
tivity through social security, social services, train-
ing schools and strong unions identified with productivity.
(3) Steandardization of building parts and
dwelling units to avoid waste of materials and time.
APPITDIX A
This appendix attempts to answer the question:
How much additional urban and rural housing will he needed
in Mexico for the next twenty years to provide for popu-
lation and family increases2
To determine housing needs it would be
helpful to have information in the number of existing
doubled and potential househols, and of new households
which will be established during a defined period. This
data should be available for varying family types, sizesm
and sex and age groups, etc. If obtainable, expectancy
tables and information on fertility rates and family dis-
solution would also be helpful. Data on the existing stock
of housing and in the level and trend of real income are
also required. Some of the more important variables are
the types and age of structures, and the number, size,
tenure and location of existing houses and vacancies; also
the quality of this housing; the facilities available, if
- 1 -
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any; rents and sale prices; and the probable loss in sup-
plyiduring a defined period. However, estimates for Mexico's
housing needs are subject to wide assumptions considering
the low quality of the Mexican Census figures, where most
of the data needed is lacking.
Based on this brief explanation two criter-
ias will determine the sequence of this analysis:
(a) The actual housing needs of the popu-
lation avoiding nondoubling families and with the assump-
tion of one family per dwelling.
(b) The housing need for 1970, based on
population projection and family composition (no existing
data on employment and income level).
I. Actual Housing; Needs:
The 1950 Housing Census estimated 5,260,000
dwelling units and 5,100,000 households for the entire
country. At a first glance there would exist an over-
demand of houses, but itis necessary to consider 600,000
persons that the Census estimated lived without forming a
family. The Census failed to determine how many dwellings
they occupied at that time. I am dividing by three, the
number of persons living alone to estimate the probable
number of occupied dwellings. Based on these assumptions
the following figures are obtained:
A. Number of dwelling units
Number of vacant dwellings
B. Number of households
Persons not forming a family
Existing deficit: B-A-
Total
5,260,000
150 000
5,110,000
5,100,000
220,000
Total 5,320,000
210,000 dwelling
units
The housing needs for urban and rural areas are now con-.
sidered, based on the above national figures.
Urban Areas:
A. Number of dwelling units
Number of vacant dwellings
Total
B. Number of Households
Persons not forming a family
Total
Existing deficit: B-A
2,260,000
100Q000
2,160,000
2,200,000
2009000
2,400,000
240,000 )dwelling
units
Rural Areas:
A. Number of dwelling units
Number of vacant dwellings
Total
B. Number of Households
Persons not forming a family2
Total
Existing surplts: B-A
3, 000,000
-- 50,000
2,950,000
2,.900, 000
20,000
2,920,000
30,000 dwelling
units
1Estimated figure
2This is an estimated figure. The Census does not break
the housing figures in urban and rural. I have analyzed the
Census figures for particular states and found that there
is a tendency of the persons living alone to concentrate in
urban areas. This tendency has been noted also in (cont.
on following page).
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The above figures show that the first national estimate
of 210,000 dwelling units was mileding. If we subdivide
the national housing needs in urban and rural as previonaly,
we have to increase our housing requirements by 30,000 d.u.
This series of assumptions shows the needs for a better
quality in the housing data of Mexico.
II. Housing Needs for L970:
The problem of estimating housing needs
for 1970 is much simpler for nations which have shoiwn
marked stability in the size of their population for several
decades. On the other hand, it may be extremely difficult
and complex for nations which have had sharp fluctuations
in the direction or rate of population change in the past
and owing to economic and social conditions may continue
to have them.
This study is going to be subdivided into
two facets; the first one will assume a constant rate of
increase similar to the period 1940-1950, the second one
will assume several changes in thghatality and mortality
2 (cont) United States' cities. Sanderson's study
shows that the population of persons who are single or
live alone increases with the size of the community.
See Dwight Sanderson's Relation of Size of Community to
Marital Status, Cornell University Agriculture Experiment
Station, February, 1937.
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ratios. Both projections will be compared and a medium
estimate will be considered. The following assumptions
will guide our analysis.
First Case:
(a) The ratio of increase will be the same
that in the 1940-50 decade (approximately three percent
annually).
(b) The economic development of Mexico,
measured by its national income at constant prices will
continue to grow at the same rate that it did in the
1940-50 decade.
(c) The form of government and the political
and social organization and institutions of Mexico will
remain substantial'ly unchanged.
Second Case:
(a) The n
following proportion:
1950-60
1961-65
1966-70
(b) Consi
the mortality ratio will
1950-55
1956-60
1961-65
1966-70
(c) and (
atality ratio will vary in the
45/1000
43/1000
40/1000
stent with the above variations
change as follows:
15/1000
14/1000
12/1000
10/1000
d) as in the first case.
76
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The results of these estimates are shown in Charts II, III,
and IV. Both estimates have been compared with a popula-
tion study made by the Bank of Mexico. 3 She Mexican pop-
ulation figure for 1970, based on these criteria, has been
estimated at 46.0 million.
From the analysis of Charts II and III we
can conclude: the population between 0 - 19 years of age
remains in percentage almost constant for both years. For
1950 it is 51.9 percent and for 1970 51.2 percent. On the
other hand. the population between 19 and 39 years of are,
show a decrease in percentage, from 28.3 percent in 1950,
to 28.3 percent in 1970. Housing demands will be strongly
accute for 1970. 11.0 million persons will be between 20
and 39 years old. In these years the nuptiality ratio per-
vails.4 Even when 75 percent of the total males are in the
ages of 20 to 39, there exists however a high percentage
that marry under 20. This figure influences in a different
way the housing problem. These young couples live, in the
majority of cases, with their own parents, making worse the
already bad housing condition and creating social ihaladjust-
Banco de exico, Departamento de Investigaciones
Industriales, an unpublished information.
4The percentages of marria es by age computation are
for Mexico: 20 yrs. or less, 15 P; 20 to 24 yrs., 41%; 25
to 29 yrs., 20%; 30 to 34, 10%; 35 to 39, 4%; 40 or more,
9%.
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ments. In regard to family composition, it is probable
that in 1970, the conditions will be similar ttoi that of
todgy. The number of persons per family for 1950 was five',
for 1970 it will probably be no less than 4.5. A better
income distribution, better living Eonditions and lack of
birth control will tend to raise this figure. Based on
all these assumptions the housing needs for 1970 will vary
in the following way:
If we consider 5 per 1 family 8,900,000 families
Persons not forming families 460,000 "t
Total.9,360, 000 "
If we consider 4.5 per 1 family 9,900,000 "
Persons not forming families 460,000 "
TotallO, 360, 000 "
In other words, between 9.4 to 10.4 million dwelling units
will be needed for 1970, if we want to acheive a social
goal of one family per dwelling unit. This means that
between 1950-60 period, it will be necessary to have an
annual housing production between 150 to 210,000 dwellings.
And for the period 1960-70, between 300 to 370,000 dwel-
lings, only to absorb the demographic growth. The quanti-
fication of the problem for urban and rural areas is as
follows:
5Estimated figure.
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Urban:
Existing deficit in .950
Demographic increase 1950-60
Demographic increase 1960-70
Rural:
Existing surplus in 1950
Demographic increase 1950-60
Demographic increase 1960-70
240,000 d.u.
between 115 - 145, 000 annually
between 190 - 230, 000' annually
30,000 d.u.
between 35 - 65,000 annually
between 105 -140,000 annually
APPENDIX B
This appendix roughly explores the ques-
tion "What should be the share of the building industry
and of the self-help programs in resolving the Mexican
housing situation?" Its analysis is essential to a
basis for a policy in these important housing mechan-
isms.
The criteria employed consists of first,
to determine the highest housing cost that the Mexican
families can afford, based on the income level of the
population, on the percentage of total family income
spent on housing, on the existing amortization periods
of the housing financial institutions and on the average
cost of private residential construction. Second, with
these figures a rough estimate can be made of the share
of the building industry and self-help mechanisms in
the demand for housing.
The income level of the Mexican families
given by the 1950 Popultion Census are:
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Income:
Less than 300 Pesos
Between 300 and 500 Pesos
Between 500 and 1000 Pesos
More than 1000 Pesos
*1
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Percentage of Total Families:
62.4%
1308
8.4
15.4
Approximately between one-fifth and one-seventh of
this total-family income is .spent on housing, according
to Mexican estimates. If this is so, the following
figures can be obtained:
I II III IV V VI
Fraction of Monthly
Income Spent Income
in Housing in Pesos
Monthly
Income
in Pesos
Annual Amorti'-- Amorti-
Rent zation zation
in Pesos 15 yr. 20 yr.
without without
interest interest
II./.I IIIx12 IVxl5 IVx20
1/7
1/7
1/7
300
500
1000
43
71
143
516
852
1716
7740
12780
25740
10320
17040
35320
The average cost of private residential construction
was, in 1950, approximately 50,000 pesos. 2 Therefore,
only families designated by the last line of the table
can afford housing done by the existing private enter.
1Banco Nacional Hipotecario Urbano y de Obras
Publicas, S.A., Estudio 6, Mexico, Noviembre de 1952.
2See Table.
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prise mechanisms. Roughly, these families repres3nt
twenty-five percent (8.4% / 15.4%; See Table on page
2 of this Appendix), of the total families in Mexico.
The remaining seventy-five percent can have housing solely
by self-help techniques. According to Appendix A, be-
tween 190 to 230,000 dwelling units will be needed in
Mexico in 1970 only to satisfy demographic growth. Of
this figure, 150, 000 need to be provided by self-help
and 50,000 by the actual building industry. More pre-
cise measures however, will be needed to assist our
objectives and to direct accordingly our policies.
These measures must be based on convenient and accurate
data. Meanwhile, this estimate can well fulfill its
purposes.
APPENDIX C
This appendix will explain in more detail
the duties and achi4'vements of the existing public
housing mechanisms. Although some of this material
has been discussed widely in the text, there are some
interesting facts that the reader must know for a better
understanding of the Mexican housing policies.
National Mortgage and Public Works Bank
The N.M.P.W.B. was established by a document
issued in 1939, and after some reforms it has been given
the following purposes:
(1) To promote and direct capital invest-
ments into public works, public services
and low-cost housing, financing and invest-
ing in them its own resources.
Mexico, Secretaria de Economica, Direccion General
de Estadistica, Obras del Banco Nacional Hipotecario
y de Obras Publicas, Mexico en Cifras, 1952.
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(2) To give technical'advice for the plan-
ning and execution of works and public
services including low-cost housing,
when for the fulfillment of such works
and services the public or the national
bank credit is engaged.
(3) To give technical advice to the Trea-
sury and to the National Banking Com-
mission in all matters refered to the
organization and operation of the Hous-
ing Savings and Loan Banks.
To fdllow these proposals, the Bank increased
its capital from 4.5 million dollars in 1940 to 10.5
million in 1949.2 The Bank has also other duties: to
collect the federal participation in gasoline revenues,
retain monthly amounts to form the ordinary reserve that
willl guarantee the amortization and interest payments
of the Road Bonds, and also to form the reserve that
will stabilize the bond value in the market. Besides
this, the Bank finance public works contractors, spend-
ing in this matter annually an average of ten million
2 Ibid.
Ibid.
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dollars. Expenditures in low-cost housing, however, did
not start until 1947 when 1.7 million dd~cars was dedi-
cated to this important aspect. Between 1947-50 the
Bank expenditures in mortgage and dwelling construction
amounted to 6.7 million dollars of which 4.1 million
was for low-cost housing projects in Mexico City.
The Bank works in regard to housing in two
ways, directly and indirectly: in the first case chan-
neling capital for housing construction and secondly,
supporting other Banks (Saving and Loan Banks) in all
these matters. The N.M.P.W.B. is really the Central
Housing Bank in Mexico. 5
The system of operation of the existing
Private Mortgage Banks consists of the Grant of Mort-
gages for the fifty percent of the total value of the
house, including land. This stuation has fostered the
development of second mortgages at high interests, and
impaired the housing mechanism and created social prob-
lems. Since 1950 the N.M.P.W.B. issued a new type of
bond-certificate of oarticipaci6'n inmobiliaria trying
4 International Bank for Reconstruction and Devel-
opment, op. cit.
50bras del Banco Nacional Hipotecario de Obras
Publicas, op. cit.
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to resolve this problem by means of a cooperation system
with advantages either for the borrower or owner of the
house. 6 Ln 1956, the Bank established a new plan mainly
oriented to low-cost housing. This new plan consists of
the creation of a ten million dollar fund. The purpose
of this fund is to grant loans until sixty percent of
the cost.of the house, if the dwelling cost does not
exceed 400 dollars. The loan will have an interest.
rate of 9.5 percent annually, without any charges for
the opening of credit.7
General Office for Civil Retirement Pensions
This office was created in 1925 with the
purpose of giving retirement pensions and housing fi-
nance to the civil servants. Between 1925 and 1952
the General Office for Civil Retirement Pensions granted
mortgage loans for the construction of 17,000 single
family dwellings and constructed by itself 4500 multi-
8family dwellings mostly in the Federal District. At
6
Banco Nacional Hipotecario Urbano y Obras Publicas,
Estudios 2, Marzo de 1952.
TAgustin Acosta, op. cit.
8Ibid.
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the end of 1958 this agency will add to the above fi-
gures 8000 single family dwellings and 3200 multi-
family dwellings that will have been in construction
between 1952 - 1958.9
The system of opeation works in two ways:
first, if the civil servants want to own homes, they
must save monthly amounts to complete half of the hous-
ing cost (usually during ten tears or more). The other
half is granted by the agency, taking the house mort-
gaSe as security. Second, if the civil servant wants
to rent a dwelling, the General Office provides low-
cost housing in his multi-family projects. However,
the problem is that many persons without being civil
servants live in those buildings, occupying a place
that should be reserved for needy families.
Mexican Social Security Institute
The Social Security Law published in 1943,
in one of its important chapters, established the way
in which its reserves must be channelized into low-
cost housing. Section II, Article 128 of this lawlO
9 Ibid.
1 0 Ibid.
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marked the method in which such reserves (until 20 -per
cent) must be invested:
(a) in low-cost housing for workers
(b) in mortgage loans or bonds.
However, it was not until the beginning of 1954, that
the present Government undertook the proposals estab-
lished in that law. Between 1954-57, 5370 dwellings
were built around Mexico City with very few projects
in other cities. Recently the policy has been to en-
courage cheap low-cost housing (400 dollars per dwelling
unit), with low rents (four dollars per month), but
few have been built by this system to date. 1 1
1 1 Novedades, Mexico, D.F., Septiembre 13, 1957.
TABLE I
MEXICO: DIRECT PUBLIC INVESTIENTS AS PERCENTAGES OF
GROSS INVESTMElNTS * 1945-55
Years
In Productive Activities:
Totql
Agriculture
Transport
Energy
1945
79
16
49
14
1955
81
20
39
22
Social Investments:
Total
Education
Health
Housing
1307
1.3
12.4
14.3
3.4
9.8
Others:
Total
Urban Dwellings, etc.
Defense
Sources: 1945 -
7.3
5.5
1.8
4.0
3.4
0.6
International Bank for Reconstruction
and Development, Report of the Com-
bined Mexican Working Party, The Ecow
nomic Development of Mexico, Johns
Hopkins Press, Baltimore, 1953.
1955 - United Nations, Economic Commission
for L tin America, Economic Survey
of Latin America, 1955, New York,
1956, p. 126.
TABLE II
MEXICAN CITIES OVER 100, 000 POPULATION * 1940, 1950
Cities:
Mexi c o City, D. F.
Guadalajara, Jal.
Mont erry, N. L.
Puebla, Pue 2Torreon, Coah.
Merida, Ypc.
San Luis Potosi, S.L.P.
Leon, Gto.
Ciudad Juarez, Chih.
Veracruz, Ver.
1940
1, 757, 530
229,235
186,092
138, 491
116,354
98,852
77,161
74,155
48,881
71,720
Years
1950
3, 050,442
377, 016
333,422
211,331
200,813
142,858
125,662
122,726
122, 566
101,221
Source: 1940 and 1950 Population Census, Mexico
1
Metropolitan area
2Metropolitan areas including Gomez Palacio and
Ciudad Lerdo.
TABLE III
NU1MBER OF WORKERS, AVERAGE ANNUAL WAGES AND SALARIES,
AVERAGE ANNUAL SOCIAL SERVICES AND VARIATION INDEX OF
WAGES AND SALARIES IN SELECTED MEXICAN INDUSTRIES
1950
Industries I II III IV
Textile 149, 000 $460 030 100 196
Chemistry 89,000 280 17 -- --
Buildirig Industry 101,550 390 8 100 272
Iron Products 65,770 530 33 100 196
Electricity 16,000 730 -80 100 132
Petroleum 35,000 840 250 100 278
Key: I: Number of' Workers
II: Average Annual Wages and Salaries
IE: Average Annual Social Services
IV: Variation Index of Wages and Salaries
Sources:
I; II; III: Censo Industrial de 1950
- IV: El Mercado de Valores, Sept., 1957.
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TABLE IV
CAPITAL INVESTMENTS IN SELECTED BUILDING MA TERIALS
INDUSTRIES * 1950
Materials Industries
Brick
Lime
Gypsum
Granite
Marble
Glass
Glazed Tile
Mosaics
Concrete Blocks
Water Proof Materials
Number of
Enterorises
1398
277
26
123
72
71
7
-301
50
16
Average
Investment
in Dollars
9 5,300
10,600
27,700
1,300
6,500
250,000
263,900
6,000
13,000
21, 500
Source: 1950 Mexican Industrial Census
te
TABLE V
CEIENT INDUSTRY: CAPACITY, PRODUCTION, AND APPARENT
DOMESTIC CONSUMPTION OF CEIDIT, MEXICO, 1940; 1950
1940 1950
Capacity: (thousands
metric ton per year) 678.9 1,973.7
Index (1940 100) 100.0 290.7
Production: 485.0 1, 388.0
Index 100.0 286.2
Ratio of Production to
Capacity Percent: 71.4 70.3
Apparent Domestic Consump-
tion: (thousands metric
tons) 488.4 1.369.7
Production 485.0 1,388.0
/Imports 4.5 3.0
-Exports 1.0 21.3
Aparent Domestic Concump-
tion: (Index 1940 1004) 100.0 280.4
Number of Plants: 8 19
Source: Report of the Combined Mexican Working Rarty,
1953, op. cit.
International Bank of Reconstruction and De-
velopment, Report of the Combined Mexican
Working Party, The Economic Development of
Mexico.
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TABLE VI
IRON AND STEEL INDUSTRY: APPARENT CONSUMPTION OF IRON
AND STEEL: 1939-1950
(thousands of metric
tons)
Apparent Domestic
Consumption:
Production
Imports
Index (1940:- 100)
Apparent Domestic
Consumption:
Production
Imports
Origin of Domestic
Consumption:
Production
Imports
1940
218.4
130.1
88*3
100.0
100.0
100.0
59.6
40.4
1945
42207
203.9
218.8
199.2
154.9
271.5
48.2
51.8
1950
618.2
367.6
250.6
291.3
279.3
310.0
59.5
40.5
Source: Report of the Combined Mexican Working
Party, op. cit.
'15
TABLE VII
MEXICAN PUBLIC HOUSING INVESTMENTS (In millions of Peses)
1947 to 51
Years
1947 1948 1949 1950 1951
General Office for
Civil and Retirement
Pension Dwellings:
Social Security In-
stitute Dwellings:
National Mortgage
and Public Works
Banks Dwellings:
3.6 13.9 6.7 13.9 21.1
** ** ** ** 7
5.2 6.6 10.0 19.5 10.3
Source: International Bank for Reconstruction and
Development, Report of the Combined Mexican
Working Party, The Economic Development of
Mexico, Johns Hopkins Press, Baltimore, 1953.
TABLE VIII
NUMBER OF ROOMS AS PERCENTAGES OF TOTAL DWELLINGS
MEXICO * 1950
Number of Rooms Percentages of Total Dwellings
1
2
3
4
5
6
$6
6010
25
8
3
2
Source: 1950 Population Census and Data frogi 23
States, Almacener Nacionales de Deposito,
1955.
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TABLE IX
QUALITY OF EXISTING HOUSING BY TYPE OF MATERIAL
MEXI00*1950 -
Type of' Material
Adobe
Mud
Sticks
Brick
Wood
Masonry
Others
Percentage of Total Types
42%
7
1
13
20
5
12
Source: 1950 Mexican Population Census.
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